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EXECUTIVE SUMMARY
COLUMBUS ELECTRIC COOPERATIVE, INC.

DOCKET no. E-01851A-09-0305

Staff is recommending the same revenue requirement proposed by Columbus Electric
Cooperative, Inc. ("Columbus Electric" or "Cooperative"). Staff recommends total annual
revenues of $671,833. Staffs recommended revenue increase would produce an operating loss
of $55,772 for no rate of return on a Staff adjusted original cost rate base of $l,699,565.
Although the rates recommended by Staff and the Cooperative provide an operating loss for the
Arizona jurisdiction, on a consolidated basis with New Mexico, Columbus Electric would
experience an adequate operating Times Interest Earned Ratio ("TIER") of 1.41. Staff's
Surrebuttal Testimony responds to Columbus Electric's Rebuttal Testimony regarding the TIER
calculation.



Surrebuttal Testimony of Crystal S. Brown
Docket No. E-01851A-09-0305
Page 1

1

2

3

INTRODUCTION

Q. Please state your name, occupation, and business address.

4

A. My name is Crystal S. Brown. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Are you the same Crystal S. Brown who filed Direct Testimony in this case?

Yes.

PURPOSE OF SURREBUTTAL TESTIMONY

Q. What is the purpose of your Surrebuttal Testimony in this proceeding?

A. The purpose of my Surrebuttal Testimony in this proceeding is to respond, on behalf of

Staff, to the Rebuttal Testimony of Mr. E. L. Moss who represents Columbus Electric

Cooperative, Inc. ("Columbus Electric" or "Cooperative").

Q~ What issues will you address?

I will address the issue of the Times Interest Earned Ratio ("TIER") calculation that is

discussed in the Rebuttal Testimony of Columbus Electric's witness Mr. E. L. Moss.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20 Q. What is Staff's recommended revenue?

21

22

23

24

25

A.

A.

A. Staff is recommending the same revenue requirement proposed by Columbus Electric.

Sta ff recommends an $l8,466,  or  2.83 percent  revenue increase from $653,367 to

$671,833. Staffs recommended revenue increase would produce an operating loss of

$55,772 for no rate of return on a Staff adjusted original cost rate base of $1,699,565.



Surrebuttal Testimony of Crystal S. Brown
Docket No. E-01851A-09-0305
Page 2

TIMES INTEREST EARNED RATIO (CCTIER")

Q, Has Staff reviewed the Cooperative's rebuttal testimony concerning the operating

TIER?

Yes, the Company indicated that Staff had an error in its calculation of the operating

TIER.

Q- Does Staff agree?

Yes, Staff corrected the formula and recalculated the TIER.

Q- What is Staff's recommended TIER?

Staffs recommended operating TIER is 1,41, as opposed to a TIER of a 2.41 contained in

Staffs Direct Testimony. Although the rates recommended by Staff and the Cooperative

provide an operating loss for the Arizona jurisdiction, on a consolidated basis with New

Mexico, Columbus Electric would experience an adequate operating TIER of 1.41 as

shown on Surrebuttal Schedule CSB-1 .

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Q. Does this conclude your Surrebuttal Testimony?

A.

A.

A.

A.

Yes, it does.



COMPANY FAIR VALUE

ArizonaTotaISystem I New Mexico I

STAFF
FAIR

VALUE
Arizona

Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Surrebuttal Schedule CSB-1

REVENUE REQUIREMENT

(A) (B) (C) (D)

LINE
n o. DESCRIPTION

1 $ 22,851,724 $21,067,114 $ 1,781,611 s 1,699,565

2 $ 642,462 s 719,035 $ $

3 2.81%

4 $ 869,371 $ 927,478 $ 5

5 3.80%

6 $ 226,909 $ 208,443 $

(76,573)

3.41 % Not Meaningful

(58,107)

4.40% Not Meaningful

18,466

1,0000

(74,238)

Not Meaningful

(55,772)

Not Meaningful

18,466$

7

Adjusted Rate Base

Adjusted Operating Margins (Loss) Before Interest on LT, Debt

Current Rate of Return (L2 I L1)

Proposed Operating Margins Before Interest on L.T. Debt

Proposed Rate of Return (L1 / L4)

Operating Income Deficiency (L4 - L2)

Gross Revenue Conversion Factor 1 .0000 1 .0000 1 .0000

$ 226,909 $ $ 18,4668 Required Revenue Increase (L7 * LE)

9 Adjusted Test Year Revenue $

18,466

653,367 $

10 $

208,443 $

10,753,611 $10,100,244 $

10,980,520 $10,308,687 $ 671,833 $

653,367

671,833

11 2.11% 2.06% 2.83% 2.83%

12 $ 618,238 $ 566,244 $ 51 ,994 $ 51,994

13

Proposed Annual Revenue (Le + LE)

Required Increase in Revenue (%)

Interest Expense on Long-term Debt

Operating TIER (L4 / L12) 1.41 1.64 Not Meaningful Not Meaningful
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REF: Cooperative

Schedule E-5

REF: Cooperative

Connected Sch E-5.1

REF: Cooperative

Schedule E-5.2

Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0-05
Test Year Ended December 31, 2o08

Surrebuttal Schedule CSB~3

[B] [C] [E] [F]
SUMMARY OF RATE BASE ADJUSTMENTS

LINE

[A]
Total

New Mexico
and Arizona
AS FILED

New Mexico
AS FILED

Arizona
AS FILED

[D]
Construction

Work In Progress
("CWIP")
ADJ No.1

Working
Capital

ADJ No. 2
NO DESCRIPTION STAFF

ADJUSTEDAcct.
No.

Ref; Sch csB-4l I Ref; Sch csB-5 |

301 $ 411 $ 374 $ 37 s $ $ 37

350
355
356
359

$ $ $ $ $ $

$

13,557
830,361
561,524

19,200
1,424,642 $

12,325
754,91B
510,506
17,456

1,295,205 $

1,232
75,443
51,018

1,744
129,437 $ $ $

1 ,232
75,443
51,018
1,744

129,437

360
362
364
355
367
368
369
370
371

PLANT IN SERVICE:
/ntanaible Plant
Organization
Transmission Plant
Right of Way
Poles and Fixtures
OH Conductors
Roads and Trails

Subtotal
Distribution Plant
Land and Land Rights
Station Equipment
Poles, Towers, and Fixtures
OH Conductors
Distribution URD Plant
Line Transformers
Services
Meters
installation On Consumer's Premises
Subtotal

$ $ $ $ $ $

$

38,317
2,655,298
B,969,920
6,024,737

915,448
5,751,301
2v079,349
1,656,595

325,236
28,416,201 $

35,296
2,390,514
8,355,245
5,604,496

788,861
5,209,872
1 ,911,907
1 ,428,205

310,543
26,034,739 s

3,021
264,784
614,575
420,241
126,787
541,429
167,442
228,390
14,893

2,381,462 $ $ $

3,021
264,784
614,675
420,241
126,787
541,429
167,442
228,390
14,693

2,381,462

1

2

3

4

5

6

7

8

g

10

11

12

13

14
15
16
17
18

19
20
21
22
23
24
25
26
27

389
390
391
392
393
394
395
396
397

$ $ $ $ $ $

General Plant
Land and Land Rights
Structures and Improvements
Office Furniture and Equipment
Transportation Equipment
Stores Equipment
Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Subtotal $

21,947
975,577
445,285

1 .341 ,943
14.831

107,483
169,652
154,214
70,269

3,302,201 $

19,953
887,850
404v828

1 ,220,020
13,484
97,718

154,238
140,230
63,897

3,002.218 $

1,994
88,727
40,457

121,923
1,347
9,765

15,414
13,984
6,372

299,983 $ $ $

1 ,994
88,727
40,457

121,923
1 ,347
9,765

15,414
13,984
6,372

299,983

$ $ $ $

s

$

$

$

28
29
30
31
32
33 Total Plant in Service
34 Construction Work In Progress (CWIP)
35 Total Plant in Service and CWIP s

33,143,455
1 ,749,733

34,893,188 $

30,332,535
1 ,747,233

32,079,769 $

2,810,919
2,500

2,813,419
(2,500)
(2,500) $

2,810,919

2,810,919

$ (1,100,444) $
(9,813,171)
(1,931,929)

(12,845,544) $

<1 ,001363) s
(8,990,487)
(1 ,756,458)

(11 ,748,308) $

(99,081)
(822,684)
(175,471)

(1 ,097,236)

$ $ $ (99,081)
(822,684)
(175,471>

(1 ,097,236)$

$ 22,047,644 S 20,331,461 $ 1,716,183

$

$ (2,500)

$

$

$

$ 1,713,683

$ $ $ $

$

- s
(232,5B4)
(232,584) $

- s
(21B,486)
(218,466) s

(14,118)
(14,118) $ $ $

(14,118)
(14,118)

$ $ $ $ $ $

$

562,020
431,531
43,113

1,036,664 $

517,745
396,737
39,637

954.119 $

44,275
34 v794
3,476

82,545 $ $

(44,275)
(34,794)
(3,476)

(82,545) $

$ $ 1 $ $

37 Accumulated Depreciation
38 Accumulated Depr-Transmission Plant
39 Accumulated Depr-Distribution Plant
40 Accumulated Depr-General Plant
41 Total Accumulated Depreciation 8t Amortization
42
43 Net Plant in Service
44
45 LESS:
46 Deferred Credits
47 Consumer Deposits
48 Total
49
50 ADD:
51 Cash Working Capital Allowance
52 Materials and Supplies
53 Prepayments
54 Total
55
58 Rounding
57
58 Total Rate Base $

$

22,851,724 $ 21,067,114 $ 1,784,611 $ (2,500)

$

$ (82,545) $ 1,699,565



LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Columbus ElectricCooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Surreubttal Schedule CSB-4

RATE BASE ADJUSTMENT no. 2 - CONSTRUCTION WORK IN PROGRESS ("CWIP")

[A] [B] [C]

1

2

3

Arizona Plant in Service
Arizona Construction Work In Progress
TOtaI Plant

$ $ - $
(2,500)
(2,500) $

2,810,919

$

2,810,010
2,500

2,813,419 $ 2,810,919

References:
Column A:
Column B:
Column C:

Cooperative Schedule E-5.2, Schedule CSB-3
Testimony, CSB, Schedule CSB-3
Column A + Column B



LINE
no. DESCRIPTION

COMPANY
AS FiLED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Surrebuttal Schedule CSB-5

RATE BASE ADJUSTMENT no. 2 - WORKING CAPITAL

[Al rB [C]

1
2
3
4

$
SS
$
$

44,275
34,794
3,476

82,545

$
$
$
$

(44,275) $
(34,794) $
(3,476) $

Arizona Cash Working Capital
Arizona Materials and Supplies
Arizona Prepayments
Total Working Capital (82,545) $

Coop
Sch

Cash Working Capital - Power $
Cash Working Capital - Other Expenses $

Arizona Cash Working Capital $

elative
B-1.1
12,867
31,408
44,275

References:
Column A: Cooperative Schedules B-1.1
Column B: Testimony, CSB
Column C: Column A + Column B
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LINE
no. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Current Base Cost of Power Revenue

Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Surrebuttal Schedule CSB-8

OPERATING MARGIN ADJUSTMENT no. 1 - POWER REVENUE AND
POWER COST ADJUSTOR

[Al [BI [C]

222,626 $ $
Revenues

Base Cost of Power Revenue ("BCOP") $
To Match Coop Power Rev to Coop Proposed Power Exp

Total Power Revenue
To Increase Power Rev to Staff's Recommended Pur Pwr

$ 222,626 $
168,755
168,755 $

222,626
168,755
391,381

$ 168,755
(168,754)

(1)

$ 391,381222,626
168,754

1
391,381 $ $ 391,381

1
2
3
4
5
6
7
8
9
10
11
12

13
14
15
16
17
18
19

$
To Eliminate Power Cost Adjustor ("PCA")

Rounding
Total Base Cost of Power and PCA Revenue $

Expenses
Total Purchased Power Expense $

Operating Margin (Line 11 - Line 13) $
391,381 $

0 $
$
$

391,381
0

Test Year Sales (In kWhs)
Multiplied by: Base Cost of Power per kph

Total Base Cost of Power $

5,336,201
0.04172
222,626 $ $

5,336,201
0.04172
222,626

References:
Column A: Cooperative Schedules C-1 .2 and F-4
Column B: Testimony, CSB
Column C: Column A + Column B



LINE
no. DESCRIPTION

COMPANY
AS FILED
CSB 5-2

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Surrebuttal Schedule CSB-9
Page 1 of 2

OPERATING MARGIN ADJUSTMENT no. 2 - DUES, SPONSORSHIPS, FOOD AND SCHOLARSHIPS

[A] [B] [C]

1 Administrative 8< General Expense $ 113,661 (2,334) 35 111,326

From Data Request
Response CSB 1-8

Total Dues, Sponsorships, Food, 8<Scholarships $ 25,738
Multiplied by Arizona Allocation Rate x 9.07%

$ 2,334

Dues
Deming Chamber of Commerce

Deming Rotary Club
Silver Spikes

$
$
$
$

750
660
325

1 ,735

References:
Column A: Cooperative Schedule C-1 .2
Column B: Test., CSB, Data Requ. Resp CSB 1-8
Column C: Column [A] + Column [B]

Sponsorships
Citizens for DPS

Friends of Pancho villa
Deming T-Ball

Deming Chamber of Commerce
Cancer Support of Deming

Deming Rotary Club
Class Act

Omega Alpha
Rodeo Community Association

Wildcat Baseball
Wildcat Football

DHS Athletic Program
Hidalgo County Fair Board

Deming Band Boosters
Wildcat Basketball

Rio Mimbres Ladies Golf
Hidalgo County Fair

Hidalgo County Fair Association
Rio Mimbres Pro Golf Shop

Wildcat Football
Great American Outhouse Race

Rio Mimbres Pro Shop
Deming Rotary Club

Community Health Foundation
Shop with a Cop

VFW Ladies Auxiliary
Total Sponsorships

$
$
$
$
$
$
$
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
$

$
$
$

1 ,200
100
300
200

1 ,000
100
500
200
200
250
400
250
35
30

300
250
200
565
600
300
200
175
100
500
200

8,155
16,310.00



Columbus Electric Cooperative, Inc.
Docket No. E-01851A-09-0305
Test Year Ended December 31, 2008

Schedule CSB-9
Page 2 of 2

OPERATING MARGIN ADJUSTMENT no. 2 al DUES, SPONSORSHIPS, FOOD AND SCHOLARSHIPS
CONTINUED

Luncheons & Dinners

Cotton City 4-H $ 500

Employees Parties, Picnics, Etc.

Rio Mimbres Pro Country Club
Qld Glory Outpost

George Ortiz
Smrkovsky's Catering

First New Mexico Bank - prize money

$
$
$
$
$
$

50
404
350

1,809
330

2,943

Scholarships

TOTAL

$ 4,250

$ 25,738


